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PREFACE 


Twenty-seven years ago I had my first inter¬ 
view with the late Porfirio Diaz, then president 
of Mexico. It lasted nearly two hours. I placed 
before him my plans for establishing a new in¬ 
dustry in Mexico and in principle they were 
approved and I was promised his support in 
carrying them into effect. That promise he 
faithfully kept. From our first meeting in 
June, 1900, to the time of his death in July, 1915, 
in Paris I enjoyed his confidence and in an ever- 
increasing degree his esteem and friendship. 
As time passed his great qualities commanded 
more and more my admiration, devotion and 
respect. As I walked down the Champs Elysee 
in Paris that hot July morning in 1915 with his 
wife and son Porfirio Junior and the small group 
of those who took part in that solemn march, I 
felt that I had lost my best friend and Mexico 
had lost its greatest man. 

The next day in Le Temps of Paris and in the 
press in London was published an appreciation 
by me of the great man who passed his last days 
in exile from the land he had done more than 
any other man to honour and to upbuild and 
upon whose coffin, in the little crypt under the 
Church of San Juan in the Place Victor Hugo, 
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I have on more than one occasion laid my flow¬ 
ers and a message of farewell. 

In the article published on 7th July, 1915, I 
said: 

“Porfirio Diaz is dead. He died as he had 
lived, a modest man, surrounded by his family 
and a small group of friends who shared his 
exile far from the land where he had earned 
enduring fame. 

“His star has cast over the Mexican Nation 
a light which neither time, nor war, nor the 
changing fortunes of men can efface. 

“In the creation of the Republics of the New 
World he stands by the side of two great figures 
and his name will live in the memory of men. 

“Nearly 85 years ago in a little village in the 
mountains of Mexico this child of destiny was 
born. From the most humble surroundings he 
rose to a power which few men acquire. He 
used this power nobly. As a victor he was 
modest and he did not know defeat. 

“He had time for everything. No one was 
too poor to enlist his interest; no one was high 
enough to dictate his policy; no one was rich 
enough to purchase his favour and no one was 
too miserable to command his aid. 

“He raised his country to the height of its 
greatness. He remained a simple man in spite 
of his honours and was not even aware of the 
great power he possessed and so nobly used for 
nearly thirty years, with the unrestricted con¬ 
fidence of his people. 

“His life was consecrated to the service of 
his people and to the good name of his country. 
He never failed in his duty to the nation. No 
day was long enough to permit him to finish his 
task. He was a great worker. 
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“At the height of his distinction he laid aside 
his power out of tender solicitude for the poor 
masses whose veneration and touching devotion 
he had inspired. He left his country with sad¬ 
ness but with no word of reproach. 

“Perhaps it is a fortunate destiny which has 
taken away his life before he witnessed the down¬ 
fall of his country. His Republic rose with him 
and will follow him in his fall. 

“Too many passions are now unloosed in 
Mexico for his countrymen to realize his great¬ 
ness and their irreparable loss. The troubles 
of his country are too recent for men to now 
give him the place which he will one day occupy 
in the gratitude and affection of his people. His 
is a figure around which Mexicans may one day 
assemble and above which they may erect a 
temple where all who wish their country well 
may meet. 

“Less than a year ago he told me with pro¬ 
found emotion that he hoped his last day might 
be passed under the Mexican sky, and that he 
might be buried under the shadow of its lonely 
hills. 

“There is only one sufficient tribute which 
the Mexicans can pay to this immortal Mexican 
and that is for them to unite and with uncovered 
heads follow his body to the hill of Chapultepec, 
and there amid the solitary mountains bury 
their hate by the tomb of their illustrious dead.” 

Time and the great disaster which has be¬ 
fallen Mexico have more than justified my views. 

Twelve years have passed since then, and it is 
now sixteen years since Diaz left his native land 
for the first and last time. 

The problems which brought about his down- 
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fall and spread throughout the world such gen¬ 
eral and merited distrust of Mexico remain un¬ 
solved. Their solution is far more complicated 
and difficult than is generally realized. 

Viewed through the eyes of the tourist and 
casual observer who spends a few months in 
Mexico, who comes under the spell of the sun¬ 
shine, the flowers, and the lonely grandeur of 
that country and who is privileged to enjoy the 
hospitality of its rich and idle few, Mexico is the 
land of opportunity and wonder. Seen at closer 
and clearer range, by those who have sought to 
accomplish great tasks in Mexico, it is a country 
of difficult problems and strange psychology. 
It is a land where all steps on a new path and 
most steps on the old paths are beset with 
obstacles which are generally new in the experi¬ 
ence of foreigners. If the measures used by 
foreigners to solve these problems are the same 
as those employed by the native Mexicans or 
Spaniards, they are more likely to fail than to 
succeed. If they succeed, they are one more 
contribution to keeping the masses where they 
have always been—in slavery. If they fail, 
they leave one more enterprise to fall into the 
hands of Mexicans who by training and tradition 
are qualified to carry on only in the old way, 
and that way is the way of slavery for the 


masses. 
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It will serve no useful purposes to talk of 
Mexico as a democracy; to speak of the ballot 
or popular government and of the right and 
capacity of Mexicans to govern themselves. 
There have never been any elections in Mexico 
such as are held in the United States. The 
people of the various states are supposed to 
elect the State Legislators and Governors and 
the members of Congress, but during the only 
period when Mexico was well governed all these 
legislative and executive office-holders were in 
fact appointed by President Diaz and since his 
rule they have been self-appointed, with appall¬ 
ing results. The great majority of the people 
of Mexico are unable to read, they know nothing 
except poverty and a rule of force or the rule 
with the menace and probability of force behind 
it. 

They are addicted to alcohol, and all classes 
drink too much. The masses are patient and 
as a rule faithful to their employers. They are 
easily taught and their wants as too easily 
satisfied. It is not to be wondered at that they 
lack the ambition to achieve the education and 
independence which can come only as a result of 
hard work and patient self-restraint; having 
regard to the bad example set for them by the 
upper classes in Mexico through four centuries 
of indolence, license and misrule. 
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When a foreigner sought to reduce the hours of 
labour for the ones who had created all Mexican 
wealth and who tried to enable them in their 
spare hours to obtain the rudiments of an educa¬ 
tion and to instil in them a desire to rise out of 
their pathetic degradation, he was beset upon 
every hand by obstacles placed in his way by 
the great landed proprietors and industrialists 
who employed the labour of the nation and de¬ 
sired to keep the masses in ignorance and eco¬ 
nomic bondage. 

I know how great these obstacles may be 
because I was one of the few foreigners who 
tried the experiment upon a very considerable 
scale. 

The majority of these degraded labourers are 
employed in agriculture and live-stock raising, 
and these enterprises are and for centuries have 
been owned and managed almost entirely by 
Mexicans of Spanish descent. The greatest 
grievance of the Mexican labourers is against 
their own people, not against the foreigners who 
have done almost all that has been done by em¬ 
ployers of Mexican labour to give it a chance 
to rise. 

Unhappily for Mexico and for the many thou¬ 
sands of foreigners who invested such great sums 
in that country, the remedy does not lie within 
the control of anyone outside the Mexicans 
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themselves, so long as that country is ruled and 
misruled by Mexicans. 

Whether the Mexicans are able in this genera¬ 
tion or in the next to apply these remedies is a 
matter upon which those who know Mexico the 
best will be reluctant to hazard an opinion, but 
the measures which could be applied and the 
broad lines upon which they might be made 
effective are set forth in these pages and are 
commended to the consideration of all who have 
an interest in the welfare of the millions engaged 
in the great struggle in Mexico. 

JOHN de KAY 

Washington, D. C. 

March, 1927. 



CHAPTER ONE 


The Great Lines of the Problem 

As these pages are not written for the public at 
large but rather for the Mexicans and those 
foreigners who know something of Mexico as it 
is, they do not contain the great mass of detail 
and explanation which would be desirable for 
the general reader. They contain a statement 
of the situation in Mexico as I regard it and a 
national and comprehensive plan for dealing 
with that situation. 

My plan is new, not only as it would apply to 
Mexico, but new in that it has never been 
applied anywhere. It may in consequence ap¬ 
pear inapplicable, but it is in my view the basis 
of a sound national life for Mexico and it has in 
it the great fundamentals destined to considera¬ 
tion far beyond the bounds of Mexico. It 
could be made the basis of that new and greater 
civilization which is bound to arise from the 
slowly disintegrating individualistic order built 
up by capitalism. 

My plan has nothing to do with Socialism or 
Communism, which I regard as unrealizable 
upon a great scale and also undesirable even if 
capable of realization, upon the basis and prin¬ 
ciples laid down by the authors and leaders of 
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those movements. Their dreams for a better 
organization of society will remain dreams until 
they evolve from the form in which they were 
conceived and are now sought to be applied, 
into a system which recognizes the inherent 
inequalities of men and the use and necessity 
of capital, credit and organization in the life of 
the world. 

The experiment in Russia has been an attempt 
to carry out the Maximum Program of Karl 
Marx, as outlined in his Communist Manifesto of 
1848. As humanity stands, any such concep¬ 
tion applied to the life of a nation is doomed to 
failure. In so far as the great class struggle in 
Europe is not organized upon the basis of Syn¬ 
dicalism and “direct action” it rests upon the 
Socialism of Marx versus the capitalism of the 
ages. 

Without in any way intending to follow in the 
steps of the Russian Revolution the leaders of 
the working class social movement in England 
and throughout the Continent of Europe, have 
nothing better for their program than the gov¬ 
ernment ownership and management of the vital 
elements of the national life. To apply such a 
program to the life of any great industrial nation 
is to invite disorganization and disaster for 
reasons which I have set out in my published 
works. 
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The plan I venture to propose for Mexico is 
one which takes human nature as it is and con¬ 
ditions as they are. It respects the rights of 
capital and seeks to harmonize the enjoyment 
of these rights with the needs and proper aspira¬ 
tions of the Mexican people. It embodies a 
principle which might be usefully applied in 
other countries where the problem is not so dis¬ 
tressing as in Mexico, but where its solution is 
a necessity becoming ever more apparent to all 
who are aware of the tendencies of this age and 
who view them in the light of the historical de¬ 
velopment of society. 

The time has passed when the aspirations of 
any people may be disregarded and the time has 
not come and in my view should never come 
when the just rights of accumulated toil, repre¬ 
sented by capital, can be ignored or ruthlessly 
set aside. W hether e arned or inherited a man 
will no more consent to being deprived ot his 
fortune than the labouring man will consent to 
be denied a chance to attain a competence and to 
rise in the economic and cultural life of his 
people! In this both the man with ca pital and 
the man without capit al are s tanding on just 
and righte ous gr niin d c 

Viewed in its large aspect and having regard 
to the establishment of a more rational and 
sound social order than at present exists, the 
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interests of capital and labour must b e brought 
to a reasonable basis of coop eration and mutual 
benefit and this can be accomplished. It is 
no less in the interest of capital than o t labour 
that this should be done, and the failure to 
recognize and intelligently act upon this fact 
has wrought as much injury to capital as it has 
to labour in this generation in Mexico. It has 
also raised in a definite form the question as to 
how the problem may be met by Mexico in a 
way which will bring peace and a tolerable social 
order in that country and free it from the en¬ 
tanglements and dangers besetting its relations 
towards the outside world. 

It is not a new promise to be made to the 
enslaved Mexicans that they should have land. 
It was made with great emphasis by those who 
brought about the downfall of Porfirio Diaz, 
and those who made it were among the large 
landed proprietors in Mexico. Upon that prom¬ 
ise they obtained power but they did nothing 
towards dividing up their own estates among the 
labouring people, even on those estates. Much 
less did they put into effect any national policy 
to fulfill the hopes they had raised. 

The millions who gave it any thought at all 
only realized that one more set of promises had 
been made and left unfulfilled. They did not 
realize that the economic life of nations rests 
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upon credit and that once credit is destroyed it 
brings with it the long train of evils which only 
the restoration of credit can remedy. From 
those immediately responsible for the over¬ 
throw of order in Mexico in 1911 the power has 
passed from hand to hand for the last sixteen 
years and has been exercised by small groups of 
men formerly unknown in the political, social 
or industrial life of Mexico. 

These various groups of temporary rulers have 
been unable either to establish peace and secur¬ 
ity at home or inspire confidence or support 
abroad. They have in some instances endeav¬ 
ored to do what they considered lay in their 
power to attain both of these essential objects, 
but those who were the most disinterested as 
well as those the most unscrupulous, could only 
work with the material at hand, and for nation¬ 
building this material was lamentably poor 
because it lacked the men competent and honest 
enough to conceive and execute large national 
policies. The masses were easily led. In their 
view they had nothing to lose and all to gain. 
They neither understood nor cared for prin¬ 
ciples but followed with pathetic blindness one 
small leader after another into any enterprise 
that promised ever so little and for things bound 
to be ever so fleeting. 

Side by side with this general instability in 
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the minds of the masses and the difficulty which 
is in any event great in leading them along the 
paths of order, sobriety and thrift, those who 
have tried to rule Mexico during the last fifteen 
years have had to contend with the baneful 
effects of the conflicting interests and rivalries of 
foreign capitalistic groups. 

It is not my purpose here to measure the re¬ 
sponsibility of the American Government in its 
policy from 1913 to 1920, because I am con¬ 
vinced that when it appeared to be the least in 
accord with the interests of either Mexico or 
America it was not inspired by any other wish 
than to do what its authors considered to be 
their duty. The patience and forbearance of 
the American Government of recent years in its 
general attitude and policy towards the various 
governments of Mexico have been in the high¬ 
est degree worthy of praise. Anyone who is 
acquainted with the policy of governments in 
general under similar circumstances will be the 
more prepared to esteem the conduct of the 
Government of the United States towards Mex¬ 
ico. It has on one occasion at least risked all 
the consequences involved in a European inter¬ 
vention in Mexico rather than to intervene. 
The general policy of the American Government 
in its dealings as to Mexico redounds in the high¬ 
est degree to the credit of American officials, 
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who are entrusted with the responsibility of 
interpreting the friendship of the American 
people towards their southern neighbors. It is 
one of the outstanding misfortunes of Mexico 
that this American policy of tolerance and good 
will is not understood by Mexicans or sufficiently 
appreciated abroad. 

The Mexican politicians pretend to be sensi¬ 
tive of their national right while in fact they 
use this as a bogey to arouse and deceive the 
ignorant masses. They are in consequence the 
more difficult to deal with when they are given 
to understand that any outside policy is accom¬ 
panied by an implied affront to their national 
pride. 

The Mexican people are deprived of any accu¬ 
rate information because the masses cannot 
read and there is no free press for even the io 
per cent who might be able to read. They are 
in consequence unaware of the wrongs inflicted 
by their Government upon foreigners and are 
preoccupied by their own drudgery and the 
tyranny under which they live. 

On the other hand, the American Government 
is obliged to witness the ever-increasing injus¬ 
tice of the Mexican Government toward Ameri¬ 
cans in the confiscation of industries, land, oil 
rights and in repudiation of its debts and the 
evasion and trickery practiced before the Mixed 
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Claims Commission. It is the obvious intention 
of the Mexican Government to defeat any honor¬ 
able policy of protection of American rights and 
investments, while at the same time it spends in 
propaganda and otherwise misappropriates and 
squanders the money belonging to its creditors. 

In order to avoid the application of drastic 
measures which will alone suffice in dealing with 
the present Mexican Government, the govern¬ 
ment of the United States has with commend¬ 
able patience endeavored to arbitrate, but arbi¬ 
tration implies mutual good faith and this is 
lacking where the Mexican Government is 
concerned. 

The Mexican question is far from being 
settled and there is little prospect of a settle¬ 
ment so long as the present Mexican rule con¬ 
tinues. Whatever steps the American Govern¬ 
ment deems necessary to put an end to the tyr¬ 
anny, confiscation and repudiation in Mexico, 
should be supported by the press and people 
of the United States. 

Only the ones who know Mexico and those 
who have access to the records of the American 
State Department are in a position to judge the 
Mexican situation. When the British and French 
Mixed Commissions meet with the same fate 
as the American Mixed Commission there will 
be added pressure upon the American Govern- 
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ment with respect to Mexico. In meeting this 
situation the American Government may well 
be forced to adopt a different policy toward 
Mexico. 

It will no doubt at that stage suppress the 
activities of Mexican agents in the United States, 
who use their diplomatic positions and immunity 
to carry on a propaganda against the American 
Government. They could be more honestly 
employed in suppressing tyranny in Mexico 
and in teaching their 90 per cent of illiterates 
to read and write. 

It is precisely because those who have usurped 
power in Mexico fail to realize that they are not 
free to do as they please in the conduct of the 
nation’s affairs, when that conduct destroys or 
menaces two thousand million dollars of foreign 
capital invested in Mexico and the lives of num¬ 
erous foreigners, that has brought about so much 
misunderstanding between the Mexican rulers 
and foreign governments. 

As the governments of Europe look to the 
Government of the United States to foster 
peace and protect foreign interests in Mexico 
and as American citizens have a right to look to 
the American Government for the protection 
of their lives and investments, the position of 
the American Government is and will continue 
to be not only one beset with great difficulties 
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but also ithe determining factor as to how and 
by whom Mexico is to be governed. 

The problem cannot be solved on the lines 
now pursued. There is an ever-increasing re¬ 
sentment of the masses towards their Govern¬ 
ment and an ever more justified suspicion of 
foreigners as to what will become of the great 
interests they are powerless to protect. These 
foreigners look to their governments but without 
intervention the governments are almost as 
powerless as the individuals. When the diplo¬ 
matic notes reach a stage which leaves interven¬ 
tion as the only remedy, the notes cease and 
after an ominous silence the Mexicans put 
forward suggestions which if adopted amount 
only to new deceptions, but the delay which 
these tactics obtain enables one regime after 
another to carry on, collect from foreigners and 
spend hundreds of millions of dollars and then 
retire to foreign countries to enjoy the fruits of 
their hard-earned wealth which they have pru¬ 
dently invested outside of Mexico. 

Through all this the masses of the Mexican 
people move slowly and blindly along in the 
same old poverty, and one generation after 
another passes on to their ignorant posterity 
the old hopes they have cherished. 

It is no longer a question of the personalities 
who rule in Mexico, because all who are eligible 
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are unknown to the outside world and are with¬ 
out any experience or special capacity. The 
only ones at all qualified to rule in Mexico are 
either not allowed to return home or are unable 
to overthrow the present tyranny because of the 
support it still commands abroad. 

The question is how the legitimate aspirations 
of the masses in Mexico may be realized; how 
the announced policy of “Mexico for the Mexi¬ 
cans” may be applied in practice and how the 
great foreign interests, which more than any¬ 
thing else have enabled Mexico to develop its 
resources, may be fairly dealt with and pro¬ 
tected. The attainment of these ends would 
remove the necessity for foreigners to intervene 
officially or otherwise in that country and assure 
its sovereignty, with which the American Gov¬ 
ernment has neither the interest nor the desire 
to interfere. It has, however, the right and the 
duty to see that Mexican rulers do not confiscate 
the savings of the American investors under any 
pretext whatsoever. This principle has been 
announced with commendable precision by Presi¬ 
dent Coolidge. 

No nation is free to pursue its own course to 
the detriment of thousands of foreigners who 
have been induced to invest their money within 
that nation on the faith of international decency 
and fair play. To allow such a course on the 
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part of Mexico is no service to the Mexican 
masses and is a dangerous precedent which may 
be followed far beyond the bounds of Mexico. 

The illusions suffered by foreigners who have 
invested in Mexico make this an opportune time 
to deal with their interests and it would appear 
certain that a national policy on the part of 
Mexico, assuring protection of foreign interests, 
would be received with feelings of satisfaction 
and relief by foreign governments and chiefly by 
the government of the United States. What¬ 
ever may appear on the surface, the foreign rela¬ 
tions of Mexico leave much to be desired and 
its domestic problems are such as may well 
occasion the concern of all who wish well for 
that country. 

To promise plots of land to the millions who 
are unable and too poor to use them; to promise 
to pay a fraction of the foreign debts of Mexico 
and then default year after year in that promise, 
to agree to set up international commissions to 
arbitrate the damages done to foreigners, in 
order to obtain foreign official recognition of one 
or another Mexican regime, is to do nothing 
more than to continue deception at home and 
abroad and to make certain an evil day of judg¬ 
ment both at home and abroad. 

The Mexicans must be more patient than the 
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foreigners under Mexican misrule. The former 
have no remedy which they have the intelligence 
or organization to apply as matters now stand, 
while the foreigners have recourse to the pro¬ 
tection of their governments. This protection 
is difficult to accord in practice. When the in¬ 
ternational commissions have finished their 
labours and the great majority of the just claims 
have been rejected on technical interpretation 
of treaties and the awarded claims remain un¬ 
paid, the diplomatic difficulties will remain 
unsolved. Likewise the domestic problems of 
Mexico will be unsolved. 

The ordinary methods of adjusting claims 
by arbitration are doomed to failure when ap¬ 
plied to Mexico, under the existing misrule, 
because of the absence of good faith and fair 
dealing which characterizes the Mexican con¬ 
duct before Mixed Tribunals, as well as in the 
making of the treaty under which the tribunals 
are constituted. The course pursued in arbi¬ 
tration and otherwise by the present rulers of 
Mexico has been so evasive and unjust as to 
place Mexico outside the comity of nations. 

In order briefly to indicate how serious is this 
round of debt making, defaults, repudiation, 
and reductions of debts forced upon foreigners 
by the various Mexican governments, during the 
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past 100 years of Mexico’s history as a borrower 
of foreign money which she did not repay and 
which the various governments of the world 
were unable to compel her to repay, I note in 
the next chapter Mexico’s unenviable record. 



CHAPTER TWO 


Mexico’s Foreign Relations and Creditors 

The ones who have the ill-luck to possess 
Mexican Government bonds will understand the 
meaning of this chapter. It tells as briefly as 
may be the story of Mexican misrule as it has 
for more than one hundred years been reflected 
in the financial misfortune suffered by many 
thousands of foreign investors who were induced 
to believe in the promises of the various Mexican 
governments. 

In order that those who are not acquainted 
with the extent and nature of Mexican Govern¬ 
ment defaults may realize how continuous and 
disastrous these have been, I have felt bound to 
trace the record from the beginning in 1824 
through its monotony until 1926. When con¬ 
sidered in connection with the solution of the 
Mexican problem as set forth in succeeding chap¬ 
ters the reason for its presentation at this time 
and in detail will be apparent. It will be a 
sufficient answer to those who are not familiar 
with Mexico as it is and who in consequence 
might fail to understand the importance and 
stability of the project I outline for the future. 

The first foreign loan was obtained by Mexico 
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in 1824. It was an issue in London for 
$16,000,000, 5 per cent bonds at 58 per cent. 1 

The second loan was for $16,000,000 issued in 
London in 1825 at 6 per cent and sold at 89^ 
per cent. 

In October, 1827, Mexico ceased to pay any 
interest on either of these loans and continued 
in total default until April, 1831. As a result 
of these two loans the Mexican Government was 
indebted to British investors in April, 1831, to 
the amount of $32,000,000 on capital account 
and in addition $6,160,000 due and unpaid on 
account of interest. This interest was never 
paid, and as matters stand today the principal 
of the loans was never paid. 

In 1831 more bonds were issued. These were 
delivered to the holders of the old bonds in ex¬ 
change for the unpaid coupons on all the pre¬ 
viously issued bonds and the holders of the bonds 
of the 1824 loan received only $625 of these new 
bonds in respect of each $1,000 owing to them 
by Mexico on account of unpaid interest. 

The holders of the bonds of the 1825 loan were 
also given the bonds of the 1831 loan to the 

1 The bonds were issued in sterling, the amounts in dollars are taken 
as $$ to the pound sterling. This computation is applied in all instances 
as U. S. currency to the pound sterling. The figures given in this 
chapter as to the dates, rates of interest, amounts of principal and 
defaults in the history of the Mexican Government loans are taken 
from the 1923 Annual Report of the Council of Foreign Bondholders, 
London, pps. 240, 41, 42, 43, 44, 4J, 46, 47, 48, 49, 50, 51 and p. 426. 
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amount of $750 in respect of each $1,000 due 
on unpaid interest. This “Adjustment” of 
the 1824 and 1825 loans, amounting to 
$3 2,000,000, resulted in a total loss of income to 
their holders for 4^ years and then in being given 
new bonds for a part of the interest due, nothing 
for the remainder of the accrued interest and 
these new bonds were never paid at all and no 
interest was paid upon them! 

In 1837-39 the weary investors in Mexican 
Government bonds were forced to accept a new 
“arrangement.” This was that the whole 
amount of the $32,000,000 loans of 1824-25, 
and the principal of the 1831 loan and the long 
years of unpaid interest on all of these loans 
were consolidated into a new loan of $46,335,000 
which was divided into two classes of bonds; 
one-half “active,” promising interest at 5 per 
cent from October, 1837, and the other half 
“deferred,” promising interest at the same rate 
from October, 1847. Thus the holders of the 
whole of the 1824 loan were not only without 
interest in any form for the greater part of the 
13 years which the loan had run but they were 
in the 1837-39 “conversion” obliged to accept 
bonds which did not even promise to pay any 
interest for another 10 years. The holders of 
the bonds of the 1825 loan fared only slightly 
better because Mexico soon went once again into 
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its customary state of default, and three years 
after 1839, with an ever-increasing debt of un¬ 
paid interest another “adjustment” was made. 

This was the arrangement of 1842, and con¬ 
sisted of an issue of bonds bearing no interest 
and these bonds were given to the holders of all 
previous bonds in discharge of all arrears, and 
for each $ 1,000 due in respect of the whole of 
the debts of Mexico the bondholders were com¬ 
pelled to accept $500 of the 1842 wow-bearing 
bonds. 

In 1846, Mexico having once again gone 
through a period of default, made a new “ad¬ 
justment” with its foreign creditors. The total 
amount of this 1842 issue of bonds was 
$51,000,000. Of this amount, bonds to the par 
value of $10,600,000 were used to redeem apart 
of the internal debt of Mexico and to provide 
cash for the Mexican Government. 

The remaining 140,400,000 of the 1842 issue 
of bonds were distributed among the holders of 
the bonds of all previous issues in “settlement” 
and cancellation of all outstanding Mexican 
bonds and interest. 

The bonds of the 1846 loan promised an in¬ 
terest of 5 per cent per year and became effective 
on 1st January, 1847, but the bondholders were 
doomed to a complete disillusionment because 
the Mexican Government went into default in 
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the same year and this default continued until 
another “conversion” of the Mexican debts 
was forced upon the bondholders. 

This “arrangement” was embodied in the 
issue of more bonds in 1851. These new bonds 
promised to pay interest at the rate of 3 per cent 
per year and were issued at par in exchange for 
all bonds then outstanding. The whole of the 
accrued interest, amounting to $9,000,000 due 
on the 1847 bonds, was to be discharged by a 
draft of $2,500,000 on the indemnity payable 
by the United States. 

This issue of 3 per cent bonds of 1851 soon 
went into default and the bondholders received 
nothing at all for a period of 9^ years up to 
1st July, 1863. 

Thus the first forty years of the history of the 
Mexican Government as a borrower of the money 
of foreigners was an unbroken chain of defaults 
which resulted in almost no income to the bond¬ 
holders on interest account, no return whatever 
to them on capital account, and a steady whit¬ 
tling down of the amount of the capital which 
Mexico even promised to repay them and not 
one penny of which it repaid at any time during 
those forty years. 

If we take the next 62 years of Mexico’s for¬ 
eign borrowing from 1864 until 1926, our survey 
will cover the whole of its history in that role 
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and a continuous period of 102 years and will 
disclose that, but for the period represented by 
the rule of the great Diaz, Mexico has main¬ 
tained the astonishing record of its first 40 years 
as a Republic and in later times has excelled 
even its own record of deductions, defaults and 
repudiations. 

In 1864 another issue of Mexican Three Per 
Cent Bonds to the amount of $24,300,000 was 
distributed among the holders of the previously 
issued bonds at 60 per cent. The first half 
year’s interest was paid. 

In 1864 a further issue of bonds to the amount 
of $61,800,000 was created and issued in London 
and Paris at 63 per cent, but no part of this issue 
was applied to the reduction or repayments of 
previous issues. It was used to finance the 
Mexican Government under Maximilian, and 
one-third of the loan was delivered to the French 
Government for outlays it had incurred. The 
1864 bonds followed the way of the previous 
ones and went into default within two years. 

In 1865 a fresh issue of Mexican Government 
bonds to the amount of $100,000,000 was made 
and used for the “conversion” of the 1864 bonds 
and the general expenses of the Government. 

The 1865 loan went into default in 1866, and 
it and the loan of 1864 were repudiated in their 
entirety by the Mexican Government of 1867, 
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which never paid a penny upon either loan on 
account of capital or interest. There was a fund 
of about $1,100,000 in the hands of the French 
Government and to this the French Government 
added about $800,000 of its own 3 per cent bonds, 
and thus there was distributed among the holders 
of the 1864 and 1865 loans the relatively trifling 
sum of $1,900,000, and even this pittance would 
not have been paid but for the fact that it had 
fallen into the hands of the French Government 
and was in consequence beyond the reach or 
control of the Mexican Government. 

For the ensuing 20 years from 1866 to 1886 
the Mexican Government remained in absolute 
default upon all its bonds, and for that long 
period no interest was paid upon a single bond. 

In 1886 there was issued the bonds of the 
Consolidated Debt to be distributed among the 
holders of the old bonds—others than those re¬ 
pudiated. The basis of this distribution and 
so-called “settlement” with the holders of the 
old bonds is illustrative of the misfortune which 
had attended all holders of Mexican bonds from 
the beginning. 

The new bonds of 1886 bore interest 1 per 
cent for 1886; per cent for 1887, 2 per cent 
for 1888, per cent for 1889, and 3 per cent per 
annum thereafter. 

To the holders of each $1,000 of the bonds of 
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the 1851 “arrangement,” with arrears of interest 
for more than 20 years, there were given $1,090 
of these 1886 bonds. 

To the holders of the bonds who had accepted 
in 1864 the bonds then issued in exchange for 
their long accumulated interest, and who had 
been deprived of any interest whatever from 
1867 to 1886, there was issued $500 of the 1886 
bonds in exchange for each $1,000 of the 1864 
bonds so held. 

In respect of the deferred bonds issued in 
1837, the holders of which had already been 
forced to waive all interest for 10 years from 
1837 to 1847 an< i w ho had not been paid a penny 
of interest from 1866 to 1886, the Mexican Gov¬ 
ernment issued $200 of the new 1886 bonds for 
each $1,000 of the 1837 bonds. These bond¬ 
holders were thus deprived, not only of 30 years 
interest on their bonds, but also of $800 out of 
every $1,000 of the capital amount of their 
bonds. 

The same treatment was accorded to those 
who had accepted the bonds of 1851 and who, 
besides losing 20 years of interest, were forced 
to take $200 of the bonds of 1886 for each $1,000 
of the bonds of 1851. 

To those who had accepted the so-called 
“Active” bonds of the issue of 1837-39 there was 
given $290 of the 1886 bonds for each $1,000 
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of the bonds held and upon which no interest 
had been paid for 20 years. 

In making the above “conversion” and “set¬ 
tlement” of 1886 the Mexican Government re¬ 
served the right to redeem the whole of the 1886 
issue at 50 per cent on or before 1890 and for 
this purpose carried through a further transac¬ 
tion by issuing the Consolidated External 6 per 
cent Loan of 1888 to the amount of $52,500,000. 

Thus through the Consolidated Loan of 1888 
and the resulting conversion of the 1886 bonds 
at 50 per cent of par, the ones who had taken the 
earlier issues of Mexican Government bonds, 
who had waited for periods of 10 to 20 years for 
interest which was never paid and then accepted 
the 1886 bonds and witnessed their “conver¬ 
sion,” received the petty sum of $100 in respect 
of each $1,000 of their holdings previous to these 
two “ adjustments ” of 1886-88 , which in effect was 
not only the total loss of all interest on their capital 
but also the absolute loss of $900 of each $1,000 of 
the capital. 

At this stage Mexico entered upon a new and 
different era in its relations to foreign borrowers. 
The country was under the control of Porfirio 
Diaz and for 25 years of his rule, from 1886 until 
1911, Mexico’s record as an international bor¬ 
rower was a record of good faith and the punc¬ 
tual payment of every obligation incurred from 
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1886 on until 1911, but the bonds issued during 
the Diaz regime have met the same fate as 
those previously issued. Thirteen years of de¬ 
fault the old record of reductions and repudia¬ 
tions is once more established. 

During that period the Mexican Government 
issued the following loans: 

In 1889 $13,500,000 5 per cent 50 year bonds 
in London and Berlin at 77>£ per cent. A 
further loan was made in this year in London by 
the City of Mexico to the amount of $12,000,000 
5 per cent bonds at 85 per cent. This loan was 
assumed by the Mexican Government in 1903 
when it reorganized the administration of the 
Federal District and Municipality of Mexico 
City and took over its assets and liabilities. 

In 1890 an issue of 6 per cent Silver Bonds to 
the amount of 6,700,000 pesos ($3,350,000) was 
made and converted as a part of the loan of 1894. 

A further loan of $30,000,000 6 per cent bonds 
was issued in 1890 at 93^ per cent in London, 
Berlin and Amsterdam. This was converted at 
a premium by the loan of 1899. 

In 1893 an external 6 per cent loan was made 
in London to the amount of $13,000,000 at 68 
per cent. 

An Internal Silver Loan of $100,000,000 pesos 
($50,000,000) was made in 1894 at 5 per cent. 

In 1899 a 5 per cent external gold loan was 
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issued to the amount of $113,500,000 and used 
to convert, either at par or a premium, the ex¬ 
ternal loans of 1888, 1889, 1890 and 1893. 

A 4 per cent gold loan to the amount of 
$40,000,000 was issued in London, New York and 
Amsterdam in 1904 at 94 per cent. 

In 1910 the credit of the Mexican Government 
stood at such a high level in the opinion of bank¬ 
ers and investors throughout the world that it 
was able to make an issue of $111,000,000 4 per 
cent bonds on the international markets at 
97*/s per cent. The proceeds of this loan were 
applied exclusively to the conversion of the 5 
per cent loan of 1899, part of which had already 
been paid off in cash by half-yearly drawings. 

Thus in 1910, on the eve of the downfall of 
President Diaz, whose rule had raised his nation 
to a place of high esteem throughout the world, 
the national debt was funded on a 4 per cent 
basis by bonds maturing in 1945; the short term 
treasury notes had all been paid; great railway 
subsidies had been used in building railways; 
harbors had been constructed and schools and 
public works of considerable extent and value 
had been established. Along with these achieve¬ 
ments by the Government had gone an unprec¬ 
edented development of industry and commerce 
throughout the country. 

Under concessions granted by the Government 
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of President Diaz, foreigners from many lands 
created important enterprises, employing hun¬ 
dreds of millions of dollars of foreign capital 
and some of the best administrative and tech¬ 
nical minds in the world. The results were felt 
in every part of Mexico and a middle class of 
Mexican skilled labour was being created. More 
and more the children of these Mexican labourers 
were entering schools and enjoying privileges 
unimagined by the generations which preceded 
them. The standard of living was low com¬ 
pared with other countries, but it was a rising 
standard and the circle for those who might 
attain it was ever widening. I shall refer in 
another chapter to the condition of the Mexican 
masses, which is one of the fundamental reasons 
why the Mexican problem cannot be dealt with 
in the old way. 

In 1913-14 the Mexican Government created 
an issue of 6 per cent 10 year External Gold 
Bonds to the amount of $80,000,000. Of this 
amount $30,000,000 were issued in London and 
other cities in 1913 at 96 per cent. 

A further portion of the $80,000,000 issue of 
the same bonds was made in London in 1914 
to the amount of $4,000,000 at 82 per cent. 

The Mexican Government further guaranteed 
the payment of the interest and principal of 
$4,500,000 6 per cent 20 year First and Second 
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Mortgage bonds of the Mexican National Pack¬ 
ing Company Limited, which was a public ser¬ 
vice business and the exclusive source of the 
meat supply of Mexico City. 

All these government and guaranteed bonds 
and all other bonds previously issued by the 
Mexican Government went into default in 1914, 
and this default still continues in 1927. 

In 1922 the Mexican Government made an 
agreement under which it was to once more 
“convert” a part of its debt. This agreement 
went into almost immediate default. Under the 
promise of payment, at some future date, of a 
part of the interest thereafter to accrue, and in 
the hope that their renewed sacrifices might 
enable them to get something rather than 
nothing out of their Mexican Government securi¬ 
ties, a considerable part of the investors agreed 
to waive entirely the interest due them for the 
period from 1914 to 1923; to accept for this a 
non-interest bearing scrip to be paid in 40 years 
and to receive in 1928 more scrip maturing in 
1943 and bearing 3 per cent interest per year in 
respect of all interest which might remain unpaid 
in 1928! In exchange for these great sacrifices 
on part of the foreign bondholders the Mexican 
Government in June, 1922, agreed to pay 
$15,000,000 in cash on account of current interest 
on its debts and to increase these payments by 
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$2,500,000 each year until they amounted to 
$25,000,000 a year. It further agreed to set 
aside to provide for these payments the entire 
proceeds of the oil export tax, 10 per cent of the 
gross and the entire net earnings of the National 
Railways of Mexico. If one can credit in any 
way the statistics published by the actual 
Government of Mexico the aspect is the more 
dismal because the national revenues of the 
Government are given as more than 3^ times 
what they were under the Presidency of Porfirio 
Diaz in 1910 when Mexico paid all its obliga¬ 
tions, whereas now it pays none. 

According to the Mexican Government’s pub¬ 
lished reports the amount spent on the War 
Department in 1925 was almost equal to the 
total revenues of the Diaz Government in 1910. 
It is to be presumed that the 1926 war expendi¬ 
tures were greatly in excess of this sum. This is 
the index of Mexican progress under the present 
enlightened rule. 

Such is the famous 1922 “settlement” which 
Mexico, with the aid of a group of international 
bankers, forced upon the helpless foreign bond¬ 
holders. The accrued interest sacrificed in that 
“settlement,” and which will never be paid, 
amounted to the great sum of $120,000,000. 
The bonds upon which this interest was due are 
held by tens of thousands of investors through- 
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out the world. They are in the hands of the 
public, not in the hands of the international 
bankers who recommended the so-called “settle¬ 
ment” to the public. 

When Continental European Bankers pro¬ 
tested against the repudiation and bad faith 
embodied in the 1922 “arrangement” they were 
informed by the International Committee of 
Bankers over the signature of Mr. Thomas W. 
Lamont, Chairman, that: 

“The repudiation of bonds would not create a 
precedent, because in practically every adjust¬ 
ment of the Mexican Debt there have been 
sacrifices made which amounted to repudiation 
of a large part of the existing indebtedness.” 
Also that: “We are advised on competent 
authority that the recognition of all the Huerta 
bonds is a political question such as no govern¬ 
ment which recognized the loans in full would 
survive.” 

This correspondence is the more enlightening, 
having regard to the fact that the continental 
European bankers were objecting not only to 
the specific act of Mexican repudiation com¬ 
plained of, but to the violation of a principle of 
international decency and fair play which has 
special importance for the entire body of Ameri¬ 
can investors who are constantly induced by the 
promise of high rates of interest to invest thou¬ 
sands of millions of American dollars in the bonds 
of various foreign governments. 
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These foreign government bonds are sold to 
the public by American bankers. The foreign 
governments get the American investors’ money, 
the American bankers get a part of this money 
as profit for inducing the investors to invest, 
and the investors will get the whole of the loss. 

If the bonds of the Mexican Government had 
been held by the international bankers who 
made the agreement instead of being held by the 
investing public who lost the money, there would 
have been no such agreement made. 

It is also to be noted that when the bankers, 
who made the 1922 agreement, sold the bonds 
to the American and European public in 1913 
they did not inform the public that Mexico’s 
almost unbroken record of 100 years ha$l been 
one of defaults and repudiation. 

The international bankers insist that the 
Russians must not repudiate the Czar’s bonds. 
That is bad faith and anarchy, but if Mexico 
repudiates her bonds and pays a banker’s com¬ 
missions for carrying the repudiation through 
with the public, that is international high 
finance. It is, however, a distinction without 
a difference for the gullible public which holds 
both bonds. History repeats itself among na¬ 
tions as with individuals, and if the interna¬ 
tional bankers will be a party to Mexican Gov¬ 
ernment repudiation “for political reasons” in 
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192,2, they must not be surprised at the future 
repudiations of the Mexican and other govern¬ 
ments, also for political reasons. It was a 
highly dangerous principle to sanction in foreign 
government dealings with bondholders, and it 
will no doubt prove to be a boomerang to the 
bankers who launched it and to the deluded in¬ 
vestors who participated in it. 

Mexico’s debt position is indicated by the 
following table: 

MEXICO-EXTERNAL DEBT 1 

Amount , Total, 

Direct External Loans U.S.A. Dollars U.S.A. Dollars 

5% External Consolidated Gold Loan of 1889. 49,786,300 
Coupons in arrear 1st July, 1914, to 1st 

January, 1913, inclusive. 21,781,510 

- 71,567,810 

4% External Gold Loan of 1904. 38,103,865 

Coupons in arrear 1st June, 1914, to 1st 

December, 1922, inclusive. I 3»7 I 7»395 

- 51,821,260 

4% External Gold Loan of 1910. 52,818,900 

Coupons in arrear 1st July, 1914, to 1st 

January, 1923, inclusive. 19,014,800 

- 7L833,7°o 

6 % 10-Year Treasury Bonds of 1913: Senes A 1 30,000,000 
Coupons in arrear 1st January, 1915, to 1st 

January, 1923, inclusive. 15,300,000 

- 45,300,000 


1 The Sterling amounts are taken as $5 to the Pound. 

Since the dates of the above total no interest has been paid upon the 
Series C 1913 Government bonds or upon the First and Second Mortgage 
bonds of the Mexican National Packing Company, Limited, uncondi¬ 
tionally guaranteed by the Mexican Government. As the interest upon 
all the other bonds remains in almost total default it must be added to 
the amount of Mexico’s debt shown above. 

* Sold to the public by the International Banking Group and “recog¬ 
nized” in the 1922 Agreement with said Group. 
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Series C. 15,115,000 

Coupons in arrear 1st January, 1915, to 1st 

January, 1924, inclusive. 8,611,150 

- 13,746,250 

Other Issues Guaranteed by Government 


Mexican National Packing Company 6% First 

and Special Mortgage Gold Bonds'. 3,000,000 

Coupons in arrear 1st July, 1914 to 1st 

Janu ary, 1924, inclusive. 1,800,000 

- 4,800,000 

6% Second Mortgage Gold Bonds. 1,500,000 

Coupons in arrear 1st July, 1914 to 1st 

January, 1924, inclusive. 900,000 

- 2,400,000 

City of Mexico 5% Sterling Loan of 1889. 6,927,500 

Coupons in arrear 1st April, 1914 to 1st 

January, 1923, inclusive. 3 > n 7>375 

- 10,044,875 

“Caja de Pr6stamos, etc.,” 35 years 4>£% 

Sinking Fund Gold Bonds. 25,719,790 

Coupons in arrear 1st May, 1914 to 1st 

November, 1922. 10,416,510 

- 36,136,300 

Mexican 5% Internal Consolidated Silver Loan 

of 1894. 45,466,800 

Coupons in arrear 1st April, 1914, to 1st 
October, 1922, inclusive. 20,460,060 65,926,860 


Mexican Consolidated 3% Internal Debt of 

1886. 21,457,910 

Coupons in arrear 30th June, 1914, to 

December, 1922. 5,793,625 

- 27,251,535 


Total. 410,828,580 

Not satisfied with having taken advantage of 
the foreign investing public upon the colossal 
scale perpetrated by the 1922 agreement, the 
Mexican Government in October, 1925, entered 

' Payment of the interest and principal of these two issues of bonds 
was unconditionally guaranteed by the Mexican Government by en¬ 
dorsement on each bond. 
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into another agreement with the same Interna¬ 
tional Committee of Bankers. This agreement 
begins with the following: 

“Whereas the Government states that be¬ 
cause of the exceptional drain on its financial 
and economic resources caused by a revolt 
subsequent to the execution and ratification of 
the agreement (of 1922), it has found itself 
obliged to suspend temporarily the enforcement 
of the Agreement.” 

The agreement of 1925 provides that the 
arrears of interest, heretofore mentioned, are to 
be discharged by the annual payment of $2,708,- 
655 beginning 1st January, 1928. Without 
counting any interest on the accrued interest it 
would require more than 40 years to carry out 
that obligation, and judging by the Mexican 
record of a hundred years, the whole of the 
above sum will be wiped out by various “ad¬ 
justments” long before the expiration of the 40 
years. 

Under the 1925 agreement the position of the 
National Railway securities is even worse for 
the investors than it was before, and in all 
conscience it was bad enough before. The rail¬ 
way securities are also in the hands of the public. 

In 1925 the arrears of interest on the railway 
debts, as specified in the Agreement, were 
$98,526,963. No part of the capital or this 
great sum of accrued interest is included in the 
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tabulated statement of Mexico’s debt, as shown 
on the preceding page. This accrued interest is 
to be paid at the rate of $2,463,174 annually, 
beginning 1st January, 1928! It will be interest¬ 
ing to note what new “arrangements” will 
shortly be made with respect to this obligation, 
already postponed for 40 years without interest, 
which means for more than 55 years, counting 
the period in which the arrears accrued. Unless 
sooner wiped out by repudiation or “adjust¬ 
ment,” that will be a hope deferred until 1968! 

When the 1922 agreement was discussed in 
Paris by one of the Mexicans who helped 
negotiate it in New York, the comment of the 
happily retired Finance Minister under Diaz was: 

“ It is too good for Mexico. You outdid your¬ 
selves in bargaining.” 

In addition to all this the Mexican Govern¬ 
ment of 1922 repudiated bonds of the Mexican 
Government of 1913-14 and Mexican National 
Packing Company bonds guaranteed by it in 
that period, to the great sum of $33,000,000 in¬ 
cluding interest from 1914 to 1922 inclusive, 
and this repudiation was solely for political 
reasons. 

Such is the record of 102 years of the Mexican 
Government as the borrower of money of for¬ 
eigners. Such is the treatment accorded to one 
generation after another of those foreigners who 
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confided their money to the Mexican Govern¬ 
ment and who believed in its good faith. 

If there is another story as gloomy as this in 
the whole world of government finance I am 
not aware of it. There has been no such exhibi¬ 
tion of bad faith over so long a period and 
involving such vast sums in all history. Un¬ 
happily the memory of men is short and fleeting, 
otherwise such a record of defaults and repudia¬ 
tion would have been impossible. 

If those who have put their money in Mexico 
had been as observing as Reynard the Fox, they 
would have said to the sick lion, “I thank you 
for the invitation to come into your cave, but 
as all the tracks lead in and none lead out I 
must decline.” 

I have set out this record with reluctance, 
because I desire only good for Mexico and only 
peace and progress for its people, but the record 
has been made by Mexicans. I have only 
published it. 

The patience and inherent goodness of the 
great masses of homeless Mexican toilers is a 
spectacle to arouse the sympathy, the admira¬ 
tion and the pity of all men of good will who 
have witnessed their struggles, their suffering 
and their pathetic helplessness. That it has 
not moved the great employers of that country 
and inspired its rulers to accomplish something 
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of value to the nation is a melancholy exhibition 
of the selfishness, the blindness and vanity of 
men. 

What I have written conveys the stern warn¬ 
ing that things are and have been fundamentally 
wrong in Mexico and that it is not only unwise 
but it is no real service to the masses in that 
country and nothing less than folly to all credi¬ 
tors of Mexico, to once again attempt by prom¬ 
ises and propaganda to patch up the shattered 
credit of Mexico in order that the Mexican 
Government may create more great foreign 
loans, which in turn will be “adjusted” accord¬ 
ing to the language of Mexico, which means 
dishonoured and repudiated in the language of 
business. 

The only service to be rendered Mexico and 
those foreigners who might once again be 
tempted by the promises of Mexico is to clearly 
show, as I do in this book, that Mexico is not 
entitled to a penny of foreign credit and will not 
be, until the political and social conditions of 
that country are fundamentally changed. 

The European and American rivalry over 
concessions which have been and would be 
found to possess more value on paper than in 
practical experience, contains no remedy, and 
the high-flung promises of one and another 
obscure group of Mexicans, seeking to save the 
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credit of the country by their so-called revolu¬ 
tions, will not do more than to change the names 
of those who borrow, spend, repudiate, misrule 
and disappear. 

Instead of regarding the United States as the 
great shadow which a mighty power casts across 
Mexico and which is used as one of the pretexts 
to induce the ignorant Mexican masses to follow 
one illusion after another, the people of Mexico 
should be told the plain truth which, briefly 
stated, is that not only do they owe their 
national independence to the United States, 
which on more than one occasion has stood as 
the only barrier between them and foreign 
conquest, but that so clearly do the repub¬ 
lics south of Mexico recognize the good faith, 
the patience and the loyalty of the people 
and the Government of the United States that 
when a serious attempt was made during the 
past ten years to unite Central and South 
America into a great anti-United States organi¬ 
zation no country except Mexico would take the 
least part in it. 

Without an exception all the nations south of 
the Rio Grande declined to join in any such com¬ 
bination against the United States, and almost 
without exception they strongly urged Mexico 
to realize that her path of self-interest and 
sound policy lay in an ever closer and more 
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enduring understanding with the United States, 
and that Mexico was rendering a poor service 
to her own people and to Central and South 
America as a whole, in trying to foster the evil 
policy of an anti-American Union. 

This attempt was made in 1917 when the 
United States was at war. It was made by 
Carranza, who owed his position as President of 
Mexico to the assistance of the American Gov¬ 
ernment and who was recognized by that Gov¬ 
ernment and treated with a degree of considera¬ 
tion which he had done nothing to merit. As 
an exhibition of ingratitude and bad faith it 
establishes a record—even for Mexican poli¬ 
ticians. 

This incident, not known except to a few 
outside the rulers in Central and South America, 
is a high and merited tribute of the leaders 
of public sentiment in Latin America, to the 
good faith and disinterested policy of the people 
and Government of the United States. It is 
beyond this a warning to Mexico that if its rulers 
are so ill-advised as to desire to pursue a policy 
antagonistic to the United States they may 
pursue it with the complete isolation it deserves. 

It may also be said to the credit of the for¬ 
eigners who have established enterprises in 
Mexico that the last fifty years have wrought a 
great change in the attitude of the ignorant 
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Mexican masses towards foreigners. The masses 
realize that all improvement in their standard 
of life is due primarily to their foreign employers, 
and that the chief exploiters of Mexican labour 
are Mexicans. When this is taken into con¬ 
sideration it means that the opposition to 
Americans in Mexico does not arise in the least 
degree from the masses in that country, but 
rather from the noisy politicians who assume to 
speak for the masses. 

If the United States should unfortunately be 
involved in a conflict with Mexico, there are 
millions of Mexicans who understand that they 
would enjoy more freedom, independence and 
prosperity under an American rule than they 
can hope in generations to achieve under any 
rule likely to be established by Mexicans. The 
masses in Mexico are grateful to the foreigners 
and are intelligent enough to place the blame 
for the degradation of Mexicans upon the Mexi¬ 
cans who have caused it. 

The mere fact that one obscure adventurer 
after another is able to involve the sacrifice of 
life upon the scale witnessed in Mexico during 
the last fifteen years, is possible only because 
of the hopeless condition of the millions in that 
country, who neither know nor care who rules, 
but who have so little regard for the life they are 
forced to lead that they are willing to hazard 
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all upon the slightest prospect of changing an 
intolerable situation. 

They do not struggle for principles because 
there are no principles involved. They are 
struggling for the life they feel they are entitled 
to live and are in consequence the prey of one 
phantom after another and the dupes of one self- 
styled “general” after another, but these 
“generals” need not be taken too seriously by 
the United States. 

The contemptuous tyranny exercised by the 
Mexican Government over the conscience of the 
ignorant masses illustrates the cynical disregard 
displayed by Mexican rulers towards all that is 
most cherished by the Mexican people. It also 
typifies an ignorant arrogance which would be 
unthinkable outside of Mexico and which should 
not and cannot endure even in Mexico. 

The ideal of an all-American Union, which 
would embrace Canada, the United States and 
the whole of Central and South America, is one 
to be realized through mutual interests, desires 
and good-will, in some generations, but so long 
as the mistaken rivalry of foreign interests con¬ 
tinues such a union will remain no more than 
an unrealizable dream. 

The union of Mexico with the United States, 
which might well be accomplished, belongs to a 
time less remote. None of the political, social 
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or economic aspects of such a union will be con¬ 
sidered in these pages. Neither the ones who 
control the destinies of Mexico nor those who 
determine the policy of the United States would 
be disposed at this time to give it consideration. 
In the generation in which it naturally and 
logically may be realized it will come, and not 
a day before. Whether that be soon or late 
does not affect the Mexican problem as it stands, 
or bear upon the solution I venture to propose. 

My purpose here is only to call attention to 
the position of Mexico and indicate the way 
which now lies open to it. Some day—in a 
future generation—the Mexican Republic may 
be an integral part of the United States. It 
may seek and obtain admission to the great 
Union of States, which assures peace, stability, 
and opportunity to its people, without distinc¬ 
tion of race or class and which has so long been 
the haven of the oppressed and discouraged of 
all lands. Some day the States of the Mexican 
Union may be States in the greater union, en¬ 
joying at Washington a representation in pro¬ 
portion to their population—enjoying also the 
benefits, the protection and standing which the 
States and citizens of the United States now 
enjoy. 

As matters now stand Mexico would not be 
eligible to any such union and the mention of 
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this as a development of the future must not 
be regarded as a suggestion for the present. 

Mexico must work out her own salvation. 
Her problems are her own and are no concern 
of ours, except that the problems of all humanity- 
must concern us, and those of Mexico are so re¬ 
lated to our own position with foreign peoples 
and governments as to be the object of our 
special anxiety whether we will it or not. 

At any time the conduct of the Mexican 
authorities may be such as to involve that 
country in a serious controversy with a great 
European power or combination of powers and 
the United States may be put in a position 
where it must either see the political control 
of Mexico pass to Europe or employ force to 
prevent it. This would have been more than a 
mere possibility if the War of 1914 had not 
intervened and totally eclipsed the Mexican 
controversy. 

The United States was more in danger of a 
European ultimatum over Mexico in May, 1914, 
than is generally known and nearer than it ever 
should be again. Mexico will not be permitted 
indefinitely to continue the course it has pur¬ 
sued for the last 16 years. It holds in trust 
too much of the natural wealth of the world and 
too much foreign capital to be allowed to con¬ 
tinue to betray that trust. 
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It is therefore of special moment to the people 
of the United States that the century-old struggle 
of Mexican factions cease; that the people of 
Mexico attain enduring peace and their govern¬ 
ment discharge its obligations to the world. 
To indicate how this may be attained and the 
steps which may be taken to attain it are the 
objects of the succeeding chapters of this book. 



CHAPTER THREE 


Some Practical Aspects of the Problem 

Among the foremost of the practical questions 
to cope with are those involved in the ownership 
and cultivation of the land. 

The greater part of Mexico is suitable only 
for grazing unless it is irrigated. It is owned in 
vast estates by a comparatively few men almost 
exclusively Mexicans of Spanish descent. 

These estates on the average do not yield io 
per cent of their productive capacity. What 
production there is comes from the underpaid 
labour of a degraded population and for the most 
part goes to those who spend their lives in idle¬ 
ness and vanities at home or abroad. 

The owners of these estates do little or nothing 
to enable the masses to rise out of a social mire 
which would have been considered disgraceful 
even among the serfs of Russia or the black 
slaves of the Confederate States of America. 
Riches which come from such an ocean of human 
misery are as poisonous to those who spend them 
as to the ones who create them. 

As the industrial life of Mexico, outside the 
actual production of the oil wells and mines, 
rests upon agriculture, there can be no solution 
of a part of the problem. The industries derive 
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their life from the land and must rise and fall 
with the fortunes of the land. This is true in 
even a more absolute sense as to the railroads 
which will be regarded as an integral part in the 
industrial life of the nation. 

To develop the land by irrigation and modern 
methods of cultivation, to enable the people who 
live on this land to realize that it is their home; 
that the house they live in is theirs as long as 
their live and that they are able to found and 
maintain families amid surroundings suitable 
to the self-respect which is the right of every 
labourer, is the fundamental need of Mexico and 
without this there can never be any stability 
or peace in that country. 

To bring about this condition requires organi¬ 
zation on a national basis and upon lines not 
heretofore attempted in any country. It re¬ 
quires also a new conception on the part of those 
who would rule in Mexico and among the land- 
owners who are chiefly responsible for the degra¬ 
dation of the Mexican masses. These land- 
owners must not be exploited and ruined any 
more than those whose wealth is in the indus¬ 
tries, the mines and oil. One and all must be 
shown that their interests are inseparable from 
the general welfare and that this can no longer 
be disregarded. Everyone with a financial inter¬ 
est in Mexico should be made to realize, if he 
does not already realize, that the foundation of 
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his riches is a shifting sand without the slightest 
basis of solidity; that what has not been de¬ 
stroyed by the violence and disorder of the last 
fifteen years will be destroyed by the disorder of 
the next fifteen years, or the next, unless the 
whole organization of the national life is put 
upon a basis which entitles it to endure. 

To have mines which cannot be worked, 
estates which cannot be cultivated and bonds 
and shares which promise an interest that is 
never paid and will not be paid, and may be 
repudiated, is a poor consolation for those who 
have them and a somber plight for the nation 
involved. 

The peace of Mexico is no peace because there 
is no basis for peace. The security of invest¬ 
ments in Mexican affairs is an illusion because 
there is no basis upon which security could or 
should rest. The promises of the Mexican 
government are without any guarantee or value, 
because the social order affords no solid means by 
which these promises may be kept, even if they 
were made in the best of faith. 

As matters stand and are likely to continue, 
the remedy for the ills of Mexico does not lie in 
the ownership of the land and industries by the 
government. It lies in the organization of the 
land and industries upon a national scale and 
their development in the interests of the people. 
It lies in the application of the principles of 
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production and distribution exemplified by the 
great American industrial trusts and the equi¬ 
table distribution of the national earnings among 
the people of the nation. It lies in the acquisi¬ 
tion by purchase of all foreign interests in Mexico 
and of all the great estates and the conservation 
and development of these industries and estates 
by and for the Mexicans,—not for a few Mexi¬ 
cans but for the whole of the Mexican people. 

It lies in the protection and use of all the 
means of production, manufacture and distribu¬ 
tion for the benefit of the people as a whole 
without confiscation of capital, or the con¬ 
tinued enslavement of labour and without the 
present disorganization and waste. The remedy 
is to be found in the establishment and opera¬ 
tion of the Mexican National Economic Trust. 

This Trust should belong exclusively to the 
people of Mexico and each adult citizen should 
be the holder of one share. 

The foreign capital now invested in Mexico 
should be protected and gradually retired 
through purchase by the National Trust. The 
complaint to be made against the great combina¬ 
tions of capital generally is that the profits have 
been distributed among the few to the depriva¬ 
tion of the vast numbers to whose toil the profits 
were due, and to the society from which all 
profits must come. 

Except for the duplication and waste involved 
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in the competitive system as a whole, there is 
little to be said against the operation of trusts 
as the most economical and effective means for 
the creation of wealth. All that is solid, con¬ 
structive and useful in these aggregations of 
capital and in their exploitation of the natural 
resources should and under my system would 
be maintained, eliminating the exploitation of 
labour practiced in Mexico to a degree which 
would not be tolerated in America or even in 
Europe and which cannot continue in Mexico. 

The machinery of class rule to the degrada¬ 
tion of the masses of the people has broken down 
in Mexico and is deservedly beyond repair. 

It must not be understood that the enslave¬ 
ment of the Mexican toilers is due to the in¬ 
dustrial development, much less is to be blamed 
upon the foreigners who have investments in 
Mexico. Four hundred years ago the masses in 
that country were degraded work animals on the 
land and in the mines. They have for the most 
part remained what they were. Here and there 
in the industries established almost entirely 
by foreigners the conditions of labour have im¬ 
proved, while upon the landed estates and in the 
mines, owned chiefly by Mexicans, it has but 
little improved. Even the industries have not 
done more than a small fraction of what they 
could have done for the toilers. So short- 
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sighted has been the policy of the great em¬ 
ployers of all classes of labour that they have 
done all in their power to prevent any increase 
in wages or any reduction in the hours of work. 

One of the reasons for this foreign exploitation 
was the desire or necessity to pay dividends 
upon excessive issues of stocks scattered among 
tens of thousands of investors in foreign lands. 
Those in control of industries witnessed the most 
shameful treatment and exploitation of Mexicans 
by Mexicans of Spanish descent who employed 
the majority of all Mexican labour. It was an 
example which should not have been followed. 
The Mexican labourers were ignorant, homeless, 
stupid and unorganized and in consequence 
unable to compel a better treatment, and no 
government in Mexico had the power, even if it 
had the will, to force the Mexican landowners to 
grant a tolerable standard of living to the 
millions they employed. Any serious attempt 
to interfere with their mastery of the toilers 
would have resulted in a revolution and the 
overthrow of the government attempting it. 
The havoc of the last 16 years has impressed 
upon even the Mexican landowners that their 
policy cannot endure and in consequence changes 
are now possible in organizing the national 
economics which would have been impossible at 
any other time. The same may be said in 
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general of the foreigners and foreign investors 
whose great interests have been all but de¬ 
stroyed and may yet be entirely lost. 

The remedy lies in the creation of a great 
National Economic Trust on the lines I shall 
here define and to acquire by purchase the whole 
of the great estates, mines, oil fields and indus¬ 
tries in Mexico and conduct them as a national 
undertaking for the benefit of the whole people. 

In the absence of any reliable Mexican statis¬ 
tics it is exceedingly difficult to indicate the 
numerical divisions of the races, but if the 
population may be taken as 15,000,000 I would 
estimate that from 13 to 14 million are natives 
of that country, descended from the ancient 
civilizations of the Toltecs and Aztecs, and 
retaining the almost unmixed blood of their 
ancestors. 

They constitute the great downtrodden popu¬ 
lation and perform all the useful labour. Out of 
this class are slowly rising the artisans, office 
workers and petty officials, but the native 
wealth and power are in the hands of the 
descendants of Spaniards who have little native 
Mexican Indian blood in their veins. 

The National Economic Trust should be in 
form and operation a great business undertaking, 
conducted by business men and not in any way 
a part of the activities of the government. 
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This Trust should acquire by purchase the 
whole of the land, mines, industries, oil and rail¬ 
roads. It should issue two classes of shares, or 
stock. One class should consist of one share 
for each Mexican, male and female, above the 
age of eighteen. It should be in form a registra¬ 
tion of each name in the books of the Trust, and 
should entitle each Mexican above the age of 
eighteen to the same share as the other in the 
net earnings of the Trust. 

This share could not be pledged, sold or trans¬ 
ferred and would lapse at the death of its owner. 

Beginning with the first year after the birth 
of each child the parents would be required to 
make monthly or yearly payments into the 
treasury of the Trust in proportion to their 
income and as a contribution towards the pay¬ 
ment for the share of common stock which is to 
belong to each child upon attaining the age of 
eighteen. 

It will be seen how vast could be the accumu¬ 
lations of the Trust as the generations pass and 
pour this great stream of wealth into the com¬ 
mon fund which one day would belong exclu¬ 
sively to the adult citizens of Mexico share and 
share alike. They would in a sense not hereto¬ 
fore attained in any land be the owners of their 
country and the masters of their fate. 
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For the purpose of distinction their shares 
would be called the ordinary shares or common 
stock of the Trust. 

There should be issued a second class, here 
designated as the preferred shares or stock to be 
issued to the ones who now own the landed 
estates, industries, mines, oil, railroads and 
government bonds of Mexico and to be accepted 
by them in payment for such interests. These 
preferred shares to be registered or to bearer 
and to provide shortly that they were entitled 
to a fixed preferential dividend of 5 per cent; 
that after the payment of this dividend the re¬ 
mainder of the net revenues resulting from the 
conduct of the National Trust should be dis¬ 
posed of as follows: 

10% as an extra dividend upon the preferred 
shares rateably. 

30% in bonuses to the labourers employed by 
the Trust, to be distributed upon the basis of 
the salary or wages of each employee. 

30% to establish and maintain schools to 
which all Mexicans would be freely admitted, 
from the lowest grades to the university and 
which would provide at least three years of 
technical, scientific or professional courses ac¬ 
cording to the aptitude of the pupils and with¬ 
out distinction of sex. 

30% to be applied rateably to the purchase 
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of the preferred stock of the National Trust at 
par. The shares so purchased to be cancelled 
and not re-issued. 

Such is the great line of the National Trust for 
Mexico. 

It now remains for me to set out in some detail 
how such a trust could be brought into being, 
how it could organize and conduct the economic 
life of the nation, how it would be managed and 
the provisions I consider essential to establish 
and maintain the control of such an organiza¬ 
tion and to conduct it as a national undertaking, 
employing the greater part of the labour of the 
nation and distributing the results of the 
national activity among the people as a whole; 
with the maximum of efficiency and the mini¬ 
mum of waste. 

From my personal experience as an employer 
of labour in Mexico and my observation of the 
movements of labour and capital in various coun¬ 
tries, where opportunity was afforded me to 
form opinions at a rather close range, I am aware 
that there are great questions of principle and 
problems of a highly difficult and complicated 
nature to be dealt with. 

I shall leave it to those who are by experience 
and study competent to understand what is 
involved, to pass judgment upon the project as 
outlined in some detail in the next chapter. 



CHAPTER FOUR 

Formation of the National Trust 

Upon the basis herein outlined the Trust 
should be created under a perpetual charter and 
granted the necessary powers to acquire and 
vest in the National Trust the whole of the land, 
mines, oil and other industries of every nature 
owned by Mexican citizens or Mexican corpora¬ 
tions, except the houses which are regularly 
occupied by their owners as residences, and the 
garden or park surrounding them. 

The amount to be paid to be based upon 
either the valuation declared by the owner for a 
period of years for the purpose of taxation or, as 
this would in nearly every case be only a fraction 
of what the property was worth, the value to be 
established by arbitration by a Commission of 
three. The government to appoint one mem¬ 
ber, the interested person another, and the third 
member to be a distinguished foreign business 
man to act as chairman. The decision of this 
Commission to be final. 

With respect to all land, mines, oil and indus¬ 
tries, including the railways owned by foreign 
citizens or foreign corporations, the National 
Trust to have the right to take over all such 
property and undertakings. The basis of valua- 
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tion to be either the amount at which all such 
undertakings were capitalized before the passage 
of the Act or, at the option of the Trust in any 
case at the valuation to be assessed by a Com¬ 
mission of three; one named by the National 
Trust, one by the control of the property in 
question, and the third the Minister to Mexico 
of the country of which the interested party was 
a citizen. 

By effective transfer and the delivery to the 
National Trust of all deeds, shares, stocks, bonds 
and other evidences of title and interest repre¬ 
sented by or concerned in the land, mines, rail¬ 
ways, oil and industries and enterprises of every 
kind in Mexico the ownership would be vested in 
perpetuity in the 

MEXICAN NATIONAL ECONOMIC TRUST 

In payment for all such property, enterprises 
and interests the National Trust would issue 
and deliver to those entitled to them the pre¬ 
ferred stock or shares of the Trust, having the 
rights and subject to the conditions outlined in 
chapter three. 

The shares would be in denominations of $20, 
$100, $ 1,000 each and registered or to bearer at 
the option of the holder. The principal and 
interest of all preferred stock issued to foreigners 
to be paid in the currency of the United States 
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of America in New York, London and elsewhere 
abroad without deduction for any existing or 
future Mexican taxes. 

The holders of all bonds of the Mexican Gov¬ 
ernment and of all bonds guaranteed by it to 
receive in exchange for their bonds and accrued 
interest an equivalent amount of the preferred 
stock of the Trust at par. 

The charter of the Trust to provide and the 
Mexican Government to guarantee, that at no 
time, so long as any of the preferred stock is 
outstanding, could any mortgage or charge be 
created ranking ahead of the preferred stock of 
the Trust; and that in the event of the disposal 
of any of the properties for cash the selling price 
would not be less than the sum at which it was 
acquired and that the proceeds would be used 
in the purchase and retirement of the preferred 
stock of the Trust at par. 

The preferred stock to be issued in two classes. 
Series “A” would be issued in respect of all the 
interests held by foreigners and stamped “For¬ 
eign” and Series “B” to be issued to the Mexi¬ 
cans. The rights of Series “A” and “B ” would 
be identical except as to redemption; the whole 
of Series “A” to be redeemed prior to any part 
of Series “B.” 

Pending the redemption of the whole of Series 
“A” the Trust to be under the control of a board 



68 


MEXICO 


of 15 directors, all to reside in Mexico and to be 
named, two-thirds by the holders of Series “A” 
of the preferred stock of the Trust, and one-third 
by the Mexican Government. 

A board chosen in this manner would give to 
the foreign investors more actual control over 
their interests than they are now able to exercise 
and would be of fundamental importance to the 
Mexicans, because it would enable them to have 
the advantage on a national scale, of the highest 
type of administrative and technical ability 
which for many years must be obtained from the 
United States and Europe. 

Year by year, in ever-increasing numbers, 
Mexicans would be employed in the direction 
and control of enterprises and in the second 
generation there might be a sufficient number of 
Mexicans trained and able to take entire control 
of the Trust from the highest to the lowest 
positions. 

By the time this stage was reached and Series 
“A” of the preferred stock retired and cancelled 
the great Trust, controlling and owning the land 
and industrial wealth of the nation would belong 
exclusively to a Mexico, freed from foreign debts 
of any kind. At that stage a new method of 
control could be instituted upon the basis of the 
experience acquired and giving representation to 
each class and group of interests in creating a 
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small and experienced body, to which matters 
of national importance would be referred by the 
Board of the National Trust. With the gradual 
rise of the Mexican people this might become a 
national economic parliament. 

I have developed the basis of such a control 
in general and in detail as it might be applied in 
Mexico and other countries, but its inclusion 
here would add another chapter to this volume 
and raise a number of issues which do not need 
to be considered in Mexico for at least two gen¬ 
erations and which, if now entered upon, would 
tend only to obscure the problem as it stands and 
postpone the solution now within practical reach. 

The Trust would organize the national activi¬ 
ties into departments, each of which would 
exercise control upon a national scale in its own 
sphere and would be directed by a departmental 
board of three, with an executive head in touch 
with and responsible to the Board of the Na¬ 
tional Trust. One member of each board to be 
a Mexican. The departments should be: 

(a) Agriculture and live stock. 

(b) Transportation, including roads and rail¬ 
roads. 

(c) Banking: to consist of a single National 
Bank owned by the Trust and maintaining 
branches wherever needed. 

(d) Mines. 

Of) Oil. 
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(f) Industries and manufacturing companies 
in general. 

(g) Post, telegraph and telephone. 

(, h ) Meat industry; including the operation of 
all slaughter houses, and the sale of all meat, 
together with vegetables, fruit and fish in public 
markets, exclusively, throughout the country. 

In taking over and organizing the national 
activities there would be little occasion to alter 
the personnel except in the department of 
agriculture and livestock which, more than any 
other of the great activities, must be compre¬ 
hensively organized and conducted upon busi¬ 
ness lines. This department would employ the 
majority of all Mexican labourers and they must 
have a new standard of living. The greater 
part of the country is not under cultivation at 
all, but except in the mountains it is susceptible 
of cultivation or development as grazing land. 
More than one-half of the vast area of Mexico 
is uncultivated and when used for grazing it 
does not produce a tenth of its capacity. Under¬ 
neath a great part of this territory on the table 
lands and in the valleys there is an abundance 
of water at depths near enough the surface to 
enable irrigation to be generally carried on and 
the land thus irrigated would be as rich and pro¬ 
ductive as the richest lands in the United States. 

Standing on the banks of the Rio Grande one 
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looks south over a vast expanse of uninhabited 
plains worth at the present time a few pennies an 
acre. Those are the plains of Mexico. From 
the same point one looks north over what was 
once the same kind of land and was once Mexico. 
Today the land on the north is worth many 
dollars an acre. It is Texas in the United 
States of America. 

The Mexican railways and industries are not 
in the same category with agriculture, because 
they are owned and managed by foreigners while 
the estates are owned and managed by Mexicans. 

With the co-ordination of industrial and rail¬ 
way control and development great and profit¬ 
able improvements will be realized in all lines. 
I do not here enter into detail respecting the 
conduct of any of the various departments be¬ 
cause it will be apparent to all who know Mexico 
and who would have an interest in my project, 
the measures which must be adopted on a na¬ 
tional scale to increase production, eliminate 
waste, educate and train the people and enable 
them to enjoy more and more the benefits of 
what they produce. 

Those in control of each department must be 
aware of the things which will enhance the 
importance of the department and its service of 
the people and which are within the ability and 
purposes of the Trust to attain. 
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To enter upon details is beyond the scope of 
these pages and would be but of slight interest 
to anyone unconcerned with Mexico or un¬ 
familiar with the conditions in that country, 
and it would be unnecessary for those who know 
Mexico and understand the problems to be 
solved. 



CHAPTER FIVE 
Conclusions 

There are three methods of carrying on the 
economic life of Mexico: 

1. The system as it now stands and has stood 
in that country. 

2. The project outlined in these pages. 

3. The government ownership and conduct 
of the resources of the nation. 

As regards the present system in which the 
industries, oil, railways and part of the mines 
are under foreign and non-resident ownership 
and in which more money has been lost than 
even the great sums lost through the issue and 
non-payment of Mexican Government bonds, 
there is nothing to be said in its favor. From 
the standpoint of the ones whose money has 
been invested and lost or as good as lost, since 
it has, except in special cases been entirely or 
almost non-productive to its owners, the present 
system in Mexico is a dismal failure. 

As government ownership and conduct of 
affairs is not new and as it has been uniformly a 
failure there is little to be said in its favor. 
Notwithstanding this there is a great deal of 
public opinion in countries other than Mexico 
favoring government ownership and control 
and some Mexican opinion advocating it. 
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The support of the idea of government owner¬ 
ship in Europe is due to the groping of the labour 
and social movements for something to replace 
the individualistic system created by capitalism. 
With hardly an exception these advocates of 
government ownership are men and women who 
have had no experience in the conduct of great 
affairs. They know little or nothing of the 
problems involved in the organization and 
conduct of national industries, and not more as 
to national economics. They see that condi¬ 
tions should be improved and that the govern¬ 
ment runs the post and think that it should run 
everything else, but such a solution is impossible 
both upon economical and political grounds. 
A few of the more intelligent labour leaders in 
Europe have at last begun to realize this fact. 

Everything done by governments is badly and 
expensively done. All initiative and responsi¬ 
bility are lacking; invention is discouraged 
or ignored and men of great capacity will not 
place themselves under the control of bureau¬ 
crats. All government administration is an 
exhibition of mediocrity, routine and red tape. 

Industry never prospers under government 
administration and there is no way to obtain 
action on new or constructive lines or to free 
business from the appalling evils of undefinable 
responsibility and invisible control. 
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On its political side as affecting the liberty of 
the individual, there are most impressive objec¬ 
tions to government ownership and administra¬ 
tion of industry on a national scale. When the 
government is the employer men are reluctant 
to criticise it and the right to hold an opinion as 
to government and to express that opinion is the 
most fundamental and important of all the rights 
of any people. 

The grave state of affairs existing during the 
war, when a majority of all able-bodied adults 
in the great industrial nations were employed by 
governments, should be a stern warning against 
the extension of governmental functions in any 
direction or under any pretext whatsoever. 

The utter fiasco made by governments during 
the war in everything they undertook to run 
or control and the vast debts which resulted 
from their inevitable mismanagement, should 
exclude all further experiments with govern¬ 
ment ownership as a workable industrial system, 
for any nation. 

All the objections to government ownership 
and control, applying to governments in general, 
will apply with even stronger reason to Mexico, 
because during the greater part of the last ioo 
years there had been no government in Mexico 
which could carry on even the normal functions 
of government over that country as a whole. 
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In that brief period as time is counted in the 
life of nations, Mexico has had some four score 
presidents, three emperors and several dictators. 
She has also had numerous “chiefs” who exer¬ 
cised uncontrolled authority for short periods 
over various parts of the Republic and carried 
the power of government in their pistol cases. 

Government ownership by Mexico is out of the 
realm of serious consideration . 1 

The project outlined in these pages is new and 
will in consequence be regarded with the scepti¬ 
cism invariably felt towards every great innova¬ 
tion and more especially as it proposes to deal 
with the industrial and social life of a nation 
upon lines never before put forward. 

If it is given consideration by those who are 
charged with the rule of their people in Mexico 
and by the ones who have great financial inter¬ 
ests in that country, it will be seen to be sound 
in principle and capable of application in prac¬ 
tice to the great and permanent interest of both 
Mexicans and foreigners. 

1 The only important industry which can be more beneficially carried 
on by the government of Mexico than by private enterprise is the meat 
supply and this, not because government management is as efficient as 
private control, but because the evils of clandestine slaughter of animals 
without medical inspection and the sale of diseased meat to the public 
can only be prevented if there is no graft to be obtained by corrupt 
officials through allowing this business to flourish in competition with a 
privately owned company. There is also required by the livestock 
growers such great financial credit that it can only be supplied by the 
use of government credit while the livestock is being matured, slaught¬ 
ered and the products disposed of. 



CONCLUSIONS 


77 


It would effect the solution of Mexico’s diffi¬ 
culties with foreign nations, repay the foreign 
capital invested in that country, raise the 
standard of life for the millions who are without 
homes or hope and enable them to become intelli¬ 
gent citizens rather than continuing ignorant 
slaves. 

It would relieve the government of the United 
States from the friction which periodically en¬ 
dangers the sovereignty of Mexico and the peace 
of the United States and which constantly raises 
the question of the Monroe Doctrine as it applies 
to this continent and to the policy of govern¬ 
ments in the Old World. 

Any such comprehensive national organiza¬ 
tions, looking to the permanent good of the 
Mexican people and to the establishment of 
Mexico’s foreign relations upon a sound and 
honorable footing, would no doubt be viewed 
with the sympathetic interest of the world at 
large and with the benevolent and friendly 
regard of the government of the United States 
and these are factors of highest importance to 
Mexico. 

Viewed on its large line as affecting the Mexi¬ 
can proprietors of landed estates, it offers a 
solution which they would be well advised to 
foster and accept. 

To the creditors of the Mexican Government 
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and those who hold investments of other forms 
in Mexico, it indicates the only means by which 
they may hope to avoid the continued loss of 
income and the ultimate risk of the loss of the 
greater part or all of their investments. 

In expressing this view I am writing as one 
who has for nearly a quarter of a century owned 
great estates in Mexico and who not only still 
owns these estates but is in addition probably 
the largest individual creditor of the Mexican 
Government. 

To the small class of Mexicans which has 
arisen through their employment in the indus¬ 
tries and to the more restricted numbers who 
take part in the control of enterprises and prac¬ 
tice the useful professions my project embraces 
the highest possibilities for their steady increase 
and advancement. 

To the millions who would each become the 
owner of one share, entitling every man and 
woman to an equal and life-participation in all 
the benefits accruing from the peaceful conduct 
of the national life, it offers the first tangible 
ray of hope for this or any generation of Mexi¬ 
cans. It puts a premium upon peace and order; 
encourages men and women to work for others 
because they are working for themselves and 
each one has an equal stake in the common 
prosperity and welfare. 
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It can assure to each Mexican and to his de¬ 
scendants through future generations an ever- 
rising standard of life and an ever-widening realm 
of opportunity. 

To the few thousand who now dabble in local 
and national politics, who struggle for the small 
vanities of offices and political careers, and who 
follow the ever-changing banners of one or 
another more or less obscure soldier of fortune, 
rather than any sound social or political prin¬ 
ciples, it offers a sphere of unparalleled activity 
and the real advantages which attend the peace¬ 
ful rise of the nation. 

At last, to those in charge of the government 
of Mexico at the Capital and throughout the 
States, it offers a sound basis upon which they 
could consolidate and maintain power; dis¬ 
charge the debts they owe to foreigners and the 
greater debts they owe to the Mexican people. 
It offers them the basis upon which they may 
set up and bequeath to posterity a national 
organization which would earn for them the 
blessing of their generation and the grateful 
remembrance and homage of the generations to 


come. 




